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Mexican business organizations and entrepreneurs are growing increasingly critical of the economic
policies of the pro-business government of President Vicente Fox. In early June, a handful of
influential corporate leaders sharply criticized the president for failing to show sufficient leadership
in moving the economy forward and for continuing to promote the bureaucratic practices prevalent
in preceding governments. "There is a lack of activity from this government," said Lorenzo Servitje,
president of the giant food-industry conglomerate Grupo Bimbo. "There is no direction, no decisionmaking capabilities."
Dionisio Garza Medina, president of the powerful Monterrey-based conglomerate Grupo Alfa, went
as far as to suggest that Fox's inadequate economic policies are having more effect on Mexico's
sluggish economy than the economic slowdown in the US, Mexico's top trading partner.
In particular, Garza criticized Fox for failing to show economic leadership on such matters as the
construction of a new airport for Mexico City near the dry Texcoco lake bed. Fox canceled the
project because of vocal and sometimes violent protests by the residents of a communal farm in
San Salvador Atenco, Mexico state, who would have been displaced by the airport (see SourceMex,
2002-07-17). "I do not understand how 20 protestors with machetes can stop investments in an
airport," said Garza.
Because of financial constraints, the Fox administration has since opted to expand and modernize
the existing Mexico City airport (see SourceMex, 2003-06-04). Garza also faulted Fox for
continuing and even expanding the highly bureaucratic practices of the former governing Partido
Revolucionario Institucional (PRI). "What the government spends on bureaucrats could be devoted
to expenditures on infrastructure," said Garza. "We are spending public resources on salaries."
The Alfa president also criticized the Fox government for other decisions that were directly hurting
the private sector, such as a failure to crack down on smuggling and the federal government's
tendency to borrow from private banks, which was reducing the credit available to private
businesses.
Enrique Quintana, a business columnist in the daily newspaper Reforma, said the criticisms carry
weight because they come from influential and respected corporate leaders like Servitje and
Garza Medina. Quintana noted that Garza, in particular, normally shies away from the limelight
and prefers reconciliation to confrontation. "When someone like him makes such strong public
criticisms, it is because he perceives frustration and concerns among other members of the private
sector," said Quintana.
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Garza's statements were endorsed by a handful of influential business organizations like the
Confederacion Patronal de la Republica Mexicana (COPARMEX) and the Consejo Coordinador
Empresarial (CCE). "I am totally in agreement with [Garza Medina's] statements," said CCE
president Hector Rangel Domene. Quintana noted that Mexico has slipped slightly on several
respected economic indexes since Fox took office. He said Mexico's ranking has fallen to 43
from 42 in the index published by the World Economic Forum, and to 24 from 19 on the World
Competitiveness Yearbook published by the Swiss- based economics academy IMD.
Finance Secretary Francisco Gil Diaz responded to Garza's and Servitje's criticisms saying they were
"subjective" and "partial" assessments of the Mexican economy. Still, he acknowledged that some of
the criticisms were valid, such as the need to reduce bureaucracy. "We need collaboration," said Gil
Diaz. "There are many areas where we can improve."

Some entrepreneurs defend administration
The criticisms from the business sector were not unanimous. Among those who defended the
president was Juan Sanchez Navarro, president of Mexico's giant brewing company Grupo Modelo.
Sanchez said Fox cannot be faulted for the sluggish economic growth in the US during the past two
years.
"What do they want?" said Sanchez. "The president cannot simply wave a magic wand and achieve
the 7% growth that we enjoyed during the era of [US President Bill] Clinton." The Centro de
Estudios Economicos del Sector Privado (CEESP) also credited the president for taking steps to
stimulate the economy, such as implementing more transparent and responsible monetary policies
and attempting to create a more business-friendly regulatory environment.
But US and global economic prospects do not look good at least for this year, which means that
Mexico's growth will remain weaker than expected. CEESP director Mario Rodarte Esquivel said
the Mexican economy managed a small growth "through its own inertia" during the first half of
the year, but growth would be limited severely during the second semester of 2003. "What is most
concerning is that some analysts are projecting a new phase of recession in the US market," said
Rodarte. "This scenario has caused a lot of nervousness among Mexican business leaders in regard
to our own economy."
Economists at Consultores Internacionales (CI), the Centro de Analisis y Proyecciones
Economicas para Mexico (CAPEM), and the Camara Nacional de la Industria de Transformacion
(CANACINTRA) offered similar dire forecasts for the US and European economies. "It is a mistake
for the government to place all its bets on a recovery in the US market while neglecting actions to
promote our domestic economy," said Alfredo Camhaji, CANACINTRA's director of economic
studies.
Because of the weak US economy, the administration has informally revised its forecasts. In a recent
report, the Secretaria de Hacienda y Credito Publico (SHCP) projected Mexico's GDP growth at 2.3%
to 2.4% for 2003, compared with the administration's original target of 3%. Some private forecasters
consider even that rate a little optimistic. For example, Merrill Lynch now projects Mexico's annual
growth at only 1.9% this year. "The only economy that's growing today in Mexico is the informal
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economy," said economist Mauricio Gonzalez of Grupo de Economistas Asociados (GEA). "That's
a big problem for tax collection, which, in turn, means the government will not have the money to
spend on health, education, and whatever we need."

Opposition parties weigh in with criticisms
With the July 6 congressional election so close, the criticisms from the business sector came at an
opportune time for the opposition PRI and the center-left Partido de la Revolucion Democratica
(PRD). "We all must worry that, within a very short span, two of our country's more respected
corporate leaders publicly expressed their disagreements with the president's economic policies,"
said PRI Sen. Enrique Jackson Ramirez.
Similar statements came from PRD legislators. "Fox is being told that he needs to modify the
country's economic direction and that he not blame the problem on external factors," said PRD Sen.
Jesus Ortega.
As expected, most members of Fox's governing center-right Partido Accion Nacional (PAN)
defended the president. PAN Deputy Manuel Espino Barrientos said Garza and Servitje had
the right to criticize the president, but he also reminded the two leaders that Fox's policies had
prevented an even deeper economic crisis, given the slump in the US and global economy. "I think
this administration has made an extraordinary effort to keep our country on the correct economic
route," said Espino.
Still, some influential PAN dissenters sided with Garza and Servitje. "I regret to say that I am
in agreement with the president of Grupo Alfa, who blames our economic stagnation on the
deficiencies of the federal government," said Felipe Calderon Hinojosa, former leader of the PAN
delegation in the lower house.
Calderon's statements, in an interview with the daily newspaper La Jornada, were especially
surprising because he is in effect now a member of the administration through his post as director of
the government's public-works lender (Banco Nacional de Obras y Servicios Publicos (BANOBRAS).
One business leader, however, said Congress should also accept its share of blame for the country's
economic situation. "They haven't helped much," said Antonio Del Valle Ruiz, incoming president
of the Consejo Mexicano de Hombres de Negocios (CMHN). He accused Congress of failing to
approve changes in the tax system and reforms to the energy sector, which would have allowed
increased capital to flow into such areas as electricity generation.
"Just ask anyone," said Del Valle. "The public opinion polls show that the president and some of
his Cabinet secretaries remain very popular, but this cannot be said about the Congress." Del Valle
predicted the composition of the Congress would change little after the July 6 election. "[The new
Congress] is going to come out more or less the same as the current one," he said.
Other economists point to the changes in Congress over the past 10 years, which have transformed
the institution from merely a legislative body that rubber-stamped presidential initiatives to one
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that exerts more independence. This change has had its benefits and disadvantages for the Mexican
economy. "So far, the shift toward democracy has been a shift toward [legislative] chaos more than
anything else," economist Jonathan Heath of the consulting firm LatinSource Mexico told The Dallas
Morning News.

Bankruptcies hurt reputation of business sector
The criticisms from the business sector come when the reputation of the Mexican business sector
was already very low because of a recent wave of bankruptcies. The list of companies that defaulted
on debt payments or restructured during recent months includes steel producer Altos Hornos
de Mexico (AHMSA), shipping conglomerate Transportacion Maritima Mexicana (TMM), the
chemical manufacturer Corporativo de Administracion Ambiental (CYDSA), and construction and
engineering concern Bufete Industrial.
The situation is not totally out of the ordinary because a number of companies, including AHMSA,
were forced to restructure their debt to international and domestic lenders in recent years (see
SourceMex, 1999-07-21, 2000-02-09, and 2001-06-06). Analyst Roger Scher of the debt-rating
company Fitch Ratings said many Mexican companies have experienced very little growth this year,
and many have been forced to file for bankruptcy protection.
The situation is aggravated by the poor liquidity in the Mexican banking sector, which in turn
is offering very little credit. Some companies like AHMSA have recently managed to reach an
agreement with some lenders. Others were like Bufete Industrial, which was forced to sell assets
to raise funds to pay more than 7 billion pesos (US$659 million) in debts. In the case of TMM, the
company attempted to raise cash by selling a controlling interest in its rail company Transportacion
Ferroviaria Mexicana (TFM) to its US partner Kansas City Southern Industries (KCS) for US$200
million (see SourceMex, 2003-04-03). That transaction, which has run into opposition in the Mexican
Congress, has yet to be approved by government regulators in Mexico.
In the meantime, TMM has failed to obtain approval to restructure debt payments, forcing the
company to take drastic steps. TMM failed to gain approval on a request for a bond swap and
defaulted on US$377 million in principal and interest on bonds due in 2003 and 2006. TMM later
went to court to seek a legal injunction to allow the company a one-year grace period on payments
to creditors, but a Mexican judge denied the petition. The court request got the company in hot
water temporarily because the move was not disclosed to authorities at the Mexican stock exchange
(Bolsa Mexicana de Valores, BMV). The exchange temporarily suspended trading in TMM stock
until the matter was sorted out.
The financial situation has battered TMM's image, forcing the company to hire former SHCP
spokesperson Marco Provencio to handle all future communications strategies. [Note: Peso- dollar
conversions in this article are based on the Interbank rate in effect on June 11, reported at 10.62
pesos per US$1.00] (Sources: Spanish news service EFE, 03/26/03; The Deal.Com, 05/29/03; CNI en
Linea, 06/03/03, 06/04/03; Notimex, 06/04/03; Associated Press, 06/04/03; Agencia de noticias Proceso,
06/04/03, 06/05/03; Reforma, 05/28/03, 06/06/03; La Jornada, 06/06/03; The Dallas Morning News,
06/08/03; El Sol de Mexico, 06/06/03, 06/09/03; Epoca, 06/09/03; El Financiero, 05/12/03, 05/28/03,
05/29/03, 06/04/03, 06/10/03, 06/11/03; El Universal, 05/22/03, 05/28/03, 05/29/03, 06/06/03, 06/09/03,
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06/11/03 Milenio Diario, 05/29/03, 05/30/03, 06/06/03, 06/11/03; La Cronica de Hoy, 06/06/03, 06/10/03,
06/11/03)

-- End --
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